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Abstract :

Through this paper, we have tried to identify and measure the most important economic variables
causing inflation in Algeria during the period 1990-2018, and due to the multiplicity and overlap of its
causes, whether monetary or non-monetary (structural), we have relied on the PCA method of extracting
the most important economic variables affecting the phenomenon. Exchange rate, Wage mass and
monetary mass have been accepted for their effect on inflation that relied upon to build the ARDL model

by which we found that these variables have effects only on short-term inflation, which is consistent with
economic theory.
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ARDL Bounds Test
Date: 01/04/20 Time: 14:45
Sample: 1994 2018
Included observations: 25
Null Hypothesis: No long-run relationships exist
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Test Statistic Value k
F-statistic 12.62560 3
Critical Value Bounds

Significance 10 Bound 11 Bound
10% 2.37 3.2
5% 2.79 3.67
2.5% 3.15 4.08
1% 3.65 4.66

EVeiws10 by w2 e slazeVl Ul sl e 2 piaaal!

(11 Bound) Walt 59041 o ST Wald L=y (12.62560) F aslax] iad Of >S5 (5) Jead! Jo e
Bl ol O B5515 B g T el B b iy ((9010) ((V03) (H2.5) (Y01 e JS mgms il
A TR
Toged) g 4.4
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Long Run Coefficients
Variable Coefficient Std. Error | t-Statistic Prob.
LTAUCH 0.004928 0.188046 0.026205 | 0.9801
LSAL 0.077398 0.068188 1.135071 | 0.3078
LMM 0.137296 0.105746 1.298366 | 0.2508
C -3.864794 2.019424 -1.913810 | 0.1138

EVeiws10 psly o2 e slazsVWUL iUl slis] e 1 pbazal)

idge Ailam] hgme pde 1] BLOYL wovad) Jidas po Bab BMe U Slpadll 5701 LS5 o3l Joddl Jo o
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ARDL Cointegrating And Long Run Form
Dependent Variable: LCPI
Selected Model: ARDL (4, 4, 4,4)
Date: 01/04/20 Time: 15:06

Sample: 1994 2018
Included observations: 25

Cointegrating Form

Variable Coefficient Std. Error t-Statistic Prob.
D(LCPI(-1)) 0.289029 0.108333 2.667968 0.0445
D(LCPI(-2)) -0.080046 0.128915 -0.620920 0.5619
D(LCPI(-3)) -0.268657 0.113253 -2.372176 0.0638
D(LTAUCH) 0.164538 0.042116 3.906805 0.0113

D(LTAUCH(-1)) 0.143917 0.033324 4.318701 0.0076
D(LTAUCH(-2)) 0.219828 0.035576 6.179158 0.0016
D(LTAUCH(-3)) 0.178645 0.036780 4.857124 0.0046
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D(LSAL) -0.024111 0.005250 -4.592836 0.0059
D(LSAL(-1)) -0.022988 0.006700 -3.430904 0.0186
D(LSAL(-2)) -0.006657 0.005403 -1.232232 0.2726
D(LSAL(-3)) -0.021229 0.004530 -4.686837 0.0054
D(LMM) 0.020132 0.006506 3.094465 0.0270
D(LMM(-1)) 0.006408 0.007298 0.877939 0.4202
D(LMM(-2)) -0.005165 0.004880 -1.058406 0.3383
D(LMM(-3)) -0.011559 0.004278 -2.702007 0.0427
CointEq(-1) -0.336265 0.031545 -10.659757 0.0001

Cointeq = LCPI - (0.0049*LTAUCH + 0.0774*LSAL + 0.1373*LMM -3.8648)
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